Developing countries employ tax incentives in the hope of attracting investors, but questions remain on the effects of these policies. Asking whether tax incentives undermine or facilitate development, this paper investigates tax rates and tax holidays in terms of both economic and social impacts in developing countries 1985-2014 in the largest panel data set ever deployed for this purpose. The collection of new data results in three major contributions to the existing literature. First, the analysis shows that the use of tax holidays has increased over the last decade throughout all four regions surveyed: Latin America, Asia, Africa and the Caribbean. Second, the analysis finds that the effect of tax holidays on FDI is negligible and decreasing, and importantly, that it does not translate into neither real capital accumulation nor economic growth. Third, the paper then investigates how the revenue losses from tax incentives can mean real differences for human development by analyzing the effect on tax revenues, spending, health and education outcomes. The paper concludes that tax holidays are negatively correlated with tax revenues, and as revenues decrease, the spending on education decreases. This has real effects, as evidenced by a significant negative correlation with enrollment in primary education. The analysis concludes that tax holidays overall have more negative than positive impacts on sustainable development.
Introduction
A key issue in economic development is the attraction of investment. Investment, especially foreign direct investment, increases the capital to labor ratio and can create spillovers of technology and knowledge, all of which can be beneficial for productivity and growth. With the opening of capital markets, investments should theoretically be flowing into the markets where capital is not abundant. However, as well described by Lucas (1990) , capital does not seem to go into developing countries; a phenomenon that is both theoretically puzzling and politically important. Popular theories explaining this focuses on the concept of the investment climate: how institutional, infrastructure and market "deficiencies" create too challenging conditions for businesses that are therefore not willing to take on the additional risks of investing. (Bolnick 2004; Forsgren 2008; Zolt 2015) Pursuing the goal of increasing investment, policy makers seek to alleviate these concerns by lowering the cost of investment. But facing the larger challenges of the investment climate is hard: infrastructure, institutions and markets do not change easily or quickly. Some countries have therefore followed the road of "compensating" for the larger challenges rather than overcoming them; particularly by offering investors incentives such as subsidies, land grants, special economic conditions or more favorable tax conditions. In an environment where many countries follow this road, this has led to an overall environment of tax competition, where countries under-bid each other in the quest for investment, and ultimately development. If the tax policies are not successful in attracting investment and growth however, the countries are risking the long term sustainability of public finances. Furthermore, even if they are somewhat effective, they might undermine public finances to such an extent that their overall impact on development is negative if they decrease the ability to invest in public services like education and health. This paper presents an empirical investigation into whether tax incentives are undermining or facilitating development.
This paper adds new data and findings to the debate on taxes and development, investment and growth. The paper first outlines the theoretical background for why tax incentives are used to attract investment in a development context. Section 3 will then show how previous literature has looked at effects of tax incentives. Section 4 outlines the methodology and data for this analysis, and section 5 reports the result of this new dataset in terms of findings on the development of tax policies as well as regressions on the effect of tax policies on economic and development outcomes. Focusing specifically on tax holidays, it is shown through a large panel data set that the use of tax holidays have increased in the last decade across the developing world. It is then shown that the effects of tax holidays on economic variables are uncertain at best and negative at worst, especially when public finances and effect on welfare investments such as school enrollment is taken into account. Section 6 concludes on the findings and point to possible policy paths for the future.
Tax incentives for investment
Tax incentives are measures that provide a favorable tax treatment to companies given some criteria such as investment, and may be targeted at favoring certain regions, activities or industries. (A. Klemm and Parys 2011; Zee, Stotsky, and Ley 2002; Tuomi 2012) The simplest form of tax policy incentivizing investment is to simply lower the corporate income tax rate. This is easy to administer as well as transparent. However, the benefits go disproportionately more to firms that are already highly profitable. Furthermore, it is hard to discriminate between new and incremental investments and the existing investments. Tax holidays are similarly simple. They are policies in which investors are exempted from paying taxes for a fixed number of years, contingent upon criteria such as being a foreign investor, investing in certain industries and activities that are considered particularly important for growth. The policies can be obtained either through rules-based fixed criteria or by discretionary power from the public authori-ties. Other tax incentives include tax stability agreements, accelerated depreciation, tax credits, investment allowance and loss relief. This analysis will be on tax rates and tax holidays which are wide spread in developing countries. (Zee, Stotsky, and Ley 2002; M. A. Klemm, Botman, and Baqir 2008; A. Klemm and Parys 2011; Tuomi 2012) The idea behind tax incentives in the specific context of developing countries is that they can compensate for other deficiencies in the investment climate. Theoretically, a tax incentive increases the expected value of an investment. It can therefore be argued that if investors are rational and profit maximizing, then this will lead to more investment. (Wells et al. 2001; Margalioth 2003; Bolnick 2004) The theories behind lowering the cost of capital to increase investment lend some support to the rationale for developing countries to implement tax incentives. However, several aspects of tax holidays raise the question of whether or not they are beneficial in practice.
Tax policies can distort incentives in the economy and will be attracting different forms of investment projects. Since tax holidays limit the lower tax rate to a shorter period, they incentivize short term investments rather than long term compared to a permanent decrease int he tax rate.
Tax holidays risk having high redundancy rates, meaning they are applied to investments that would have taken place anyway. Tax incentives that work by lowering the rate or give complete exemption provide relatively larger benefits to the more profitable investments, which are exactly the kinds of investments that would be taken place even without the policy, making the incentives redundant. When incentives are aimed at discriminating foreign investment over domestic, domestic investors might become eligible by "round-tripping", ie. by setting up a foreign subsidiary and posing as a foreign investor. This furthermore increases the redundancy rate, as these investments would have happened either way. (Fletcher 2002; M. A. Klemm, Botman, and Baqir 2008; Johnson and Toledano 2013) Furthermore, tax holidays risk attracting investment types that are relatively less beneficial for the economy in terms of spillover effects through backward linkages. Projects that are aimed at specific skills, resources or market characteristics are less responsive to tax policies than efficiency-seeking FDI projects, which are usually of the more footloose, export-oriented kind with fewer potential spillover effects. (Johnson and Toledano 2013) This undermines the effects of the policy such that even if FDI is attracted the country might not get all the gains usually associated with FDI. (Cantwell and Mudambi 2005; M. A. Klemm, Botman, and Baqir 2008; Tuomi 2012) Tax holidays also create opportunities for abuse and tax avoidance. As companies are usually not audited during a tax holiday there are opportunities for tax avoidance by shifting profits from audited and taxed enterprises to the ones benefiting from the holiday through transfer pricing. Furthermore firms can prolong the exemption period by closing down an operation and starting it again under a different name as the tax holiday period ends. (Zee, Stotsky, and Ley 2002; Fletcher 2002) It is also a risk that even if they are effective in attracting FDI, these investments crowd out domestic investment and therefore overall is not beneficial for growth. FDI crowding out domestic investment has previously been found to be a tendency in developing countries, particularly in Latin America. (Agosin and Machado 2005) This goes to the broader debate on the effects of FDI on development. (Alfaro and Chauvin 2016) Discussing the overall effects of FDI on development is beyond the scope of this paper, but the analysis in this paper makes sure to measure the effect of tax policies more broadly than just FDI in order to capture the effects of development rather than just FDI.
Increasing the importance of evaluating the effects of tax incentives is the fact that these policies are potentially harmful for government revenues. Developing countries suffer from strained public finances -a resource constraint that, coupled with low private savings, is harming development, since there is a lack of investment in infrastructure and human capital. (Di John 2008; IMF 2011) Tax policies that are costly to public finances are therefore effectively prolonging developing countries' dependence on aid, if they fail to attract investment and spur growth. (Johnson and Toledano 2013) Tax incentive policies can theoretically be positive for growth and development if they are actually working as intended and attract investment by lowering cost of capital. However, they pose large risks of skewed incentives, harmful abuses as well as risks to public finances. Tax incentive policies should therefore be evaluated in light of their actual effects on development -on FDI as well as broader indicators.
The effectiveness of tax incentives: what we know
The effects of tax policies on investment and growth is an ongoing important debate within economic research. While many papers find that lower taxes have positive impacts on macroeconomic variables (Lee and Gordon 2005; Bösenberg, Egger, and ZollerRydzek 2017) , the debate persists as others find no long term effects (eg. Stokey and Rebelo (1995) ) and there is substantial variation across studies in size of the effect. (Mooij and Ederveen 2003) Furthermore, the findings of the detrimental effects of taxes on investment and growth fail to account for the differences between developing and developed countries in which the institutional settings might alter the dynamics. (James 2009 ) It is therefore paramount to look at the effects in developing countries alone as this paper does.
Looking at tax incentives specifically and their effects on developing countries, empirical work is largely build on case study methodology, as it is hard to find a good way to quantify and compare tax incentives across countries. While anecdotal evidence from well-known cases like Malaysia, Ireland and Mauritius tells a story of success at gaining investment and growth from tax incentives (Bolnick 2004; Wells et al. 2001) , other case studies find that incentives are largely redundant and does not lead to higher growth. Examples of these are the studies such as Reside (2006) Cross-country studies on tax incentives are rare and often regionally focused. (Parys and James 2010a) use a dif-in-dif design to look at the effect of tourism sector incentives in the Caribbean, and found a very large effect, in contrast to their study Parys and James (2010b) that looked at 14 countries in sub-Saharan Africa over 12 years. In the study of sub-saharan Africa, they found no robust relationship with any investment incentive variables and fixed capital formation, a measure for overall private investment. On FDI, they find a positive effect of tax holidays within the exporting sector, but not tax holidays in general. A. Klemm and Parys (2011) have conducted the largest cross-country study on the effect of tax incentives. They study how corporate tax rates, tax credits and tax holidays affected FDI in 47 Latin American, Caribbean, and African countries during 1985 -2004 and conclude that tax incentives can be effective in attracting FDI but does not have an effect in increasing gross capital formation, indicating that it might not be beneficial for real economic growth.
Overall, the studies of the effect of tax incentives in developing countries offer contrasting conclusions, is often limited to single countries or regions and is based on relatively old data. This paper therefore presents an empirical analysis encompassing the largest number of countries over the longest time period, and presents updated data for the last decade.
On the issue of cost of tax incentives, studies have approached this in various ways. One important framework for evaluating the cost is the concept of the redundancy rate: how many investors who received the benefit would have invested anyway? (Wells et al. 2001 ) Survey evidence from different developing countries suggest that this ratio can be as high as 50 to 98 percent. (Johnson and Toledano 2013) One framework for evaluating the effectiveness of these policies is then to look at the relative relationship between the redundant investments and incremental investments. (Wells et al. 2001) This paper makes a different argument, as even if the redundancy rate is low, as long as it is not 0, it still means there is an absolute cost to government revenue. As public funds can have a larger social value than private funds, the overall effects of these policies need to be taken into account. (IMF et al. 2015) 
Data collection
The analysis in this paper builds upon a panel data set of 51 developing countries from 1985 to 2014. It consists of macroeconomic data gathered from the World Bank as well as data on tax incentives and tax rates, gathered by reading of auditing firm reports on the corporate tax system. The population of the analysis is in principle all developing countries. The sample of countries is the same as A. Klemm and Parys (2011) , henceforth KVP, which consists of the African, Latin American and Caribbean countries for which tax incentive data from PwC was available for a majority of years for [1985] [1986] [1987] [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] . I also use their data on five countries that were not included in the analysis of their paper, but which is coded in the same way. I furthermore extend the sample by adding some Asian countries. Since data for these countries is only available for very few years, however, this is not included in the regression analysis but only for some of the descriptive graphs. The sample is illustrated in Figure 1 and listed in the appendix.
The data is coded from reading the PwC Worldwide Tax Guides, noting the statutory corporate income tax rate for the most profitable firms, as well as the longest available tax holiday defined as a full elimination of taxes for a number of years. For both factors the analysis is extended only to the manufacturing sector. As PwC reports from [2005] [2006] [2007] [2008] [2009] are not available, I have used the Worldwide Corporate Tax Guides from EY. While it would have been optimal to use the same source for all years 1985-2014, using the EY reports means that we avoid having a gap of missing data in the panel. However, this means that there is a risk of underreporting tax holidays since the information on tax incentives is not as detailed in the EY reports. 5 Data analysis
Tax policy changes
The dataset compiled enables me to look at the evolution and trends in tax policies over the last 30 years in the developing world. Figure 2 describes the evolution in statutory corporate tax rates. The figure shows that there are differences between regions regarding the average level, with Africa having overall the highest tax rates and the Caribbean having much lower average tax rates. However, the average corporate tax rate is seemingly in free fall. This tendency is present in all regions (though Asia does not have a lot of data) and the average CIT rate over the sample has fallen from 38 percent in the 1980's to only around 26 percent today (excluding Asia). This is consistent with the development in other regions such as the EU. (Budiantoro 2015) Figure 3 shows the evolution over the sample period in the use of tax holidays.Tax holidays have experienced a revival since the financial crisis in 2008 and have become increasingly popular. To correct for missing data problems, the graph is constructed as measured by percentage of sample with a tax holiday. Notably, this does not include the countries with a 0 pct. tax rate. Dividing the figure up by regions shows that the tendency of an increasing use of tax holidays is not driven by just one region -while there are differences in level between regions, the increase within the last 5 years of the sample seems to be a tendency throughout the developing world.
Last I look at the trends with respect to the length of tax holidays offered. and 5 illustrate the average length of the tax holidays offered, ie. excluding the countries without a tax holiday. A simple average should be interpreted with some caution, as it is between a small number of countries and affected a lot by outliers, such as the tax holiday of 30 years in Columbia. Therefore both the mean and median is reported. The figure shows that the typical length of a tax holiday is around 10 years, up from much shorter offers in the 1990's. Even though the mean is currently on a downward trend, it is noteworthy that the length offered has returned to the high levels of the 1980's. Overall, these findings indicate a trend across all four regions of an increasing policy focus on favorable tax conditions for firms, including lower rates as well as tax holidays.
Regression analysis
As the data shows, there is a large increase in the use of tax incentives: tax rates are decreasing, and tax holidays are being used more frequently. This only increases the need for a critical evaluation of their impacts on developing countries. In the next section, I turn to estimating the impact of tax holidays and decreasing tax rates on different indicators of economic and social development outcomes.
I estimate a dynamic panel model with fixed effects and a lagged dependent variable.
X represents a vector of control variables. These are key economic figures describing the overall welfare, openness and stability of the economies, as these are likely to affect both investment and human development outcomes. The inflation rate is used to control for the stability of the economy, and GDP and GDP per capita measures are used as a proxy for overall welfare and market size. For trade openness I use the sum of exports and imports of goods and services measured as a share of gross domestic product. A control variable is also added for the level of democracy, as research points to democratic institutions possibly being important for economic development (see eg. Li (2006) and Acemoglu et al. (2014) ), as well as impacting whether tax incentives work (James 2009) . This indicator is level of democracy from Freedomhouse on a scale of 1 to 10. (Dahlberg et al. 2017 ) Furthermore, it is conceivable that investment from abroad is less affected by policies in countries with a large extractive sector. I include a variable describing oil rents, which measures the net income from oil production as a percentage of GDP to control for natural resources to some degree, although it would have been optimal to have data for the overall size of natural resources. The independent variables are lagged by one period, because it is likely that the effect of the policy takes place with a lag, since investments take time planning and executing. It is therefore likely that not only tax policies but also the other economic indicators will be effective on next years investments rather than this year.
Including fixed effects on the country level controls for unobserved variables that are constant to the country over time, while the year fixed effects controls for shocks that are year specific but equal across countries. The lagged dependent variable is included to avoid endogeneity that can be caused by policy decisions being made based upon current level of the dependent variable, for example investment. Furthermore, adding the lagged dependent variable decreases serial correlation in the residuals. As is well known, including both a lagged dependent variable and fixed effects introduces a bias into the model. (Angrist and Pischke 2008) However, the bias decreases with 1/T, and as the dataset covers a relatively long time period, the bias is not of concern.
The analysis is split into three parts. The first part focuses on the economic impacts and looks at the dependent variables FDI, private investment (gross fixed capital formation), GDP growth and total factor productivity growth. The second part focuses on public finance, and looks at government revenue, government spending, as well as specific spending on education and health. The third part looks at development outcomes: health and poverty amongst children measured by child anemia and child mortality, and enrollment rates in primary school.
Economic outcomes
The first regressions I run are on net FDI inflows, private investment as measured by gross fixed capital formation and GDP growth. First of all, I am interested in the effect on FDI, as this is the intended effect of the tax incentives. However, it might be that through round tripping or crowding out, FDI increases but domestic investment decreases. Therefore, I would also like to look at the effect of actual aggregated investment in the economy, not just foreign. For this I use the indicator of gross private capital formation. The difference between them is that FDI also includes mergers and acquisitions, whereas gross private capital formation measures actual growth in the capital stock; which is assumed to be the point of tax incentives as well as more important for growth. Lastly, I also look on the effect on aggregate growth in the economy and productivity growth. Regressing tax policies on FDI yields statistically significant results in the direction that would be theoretically expected: lower effective tax rate on an investment increases FDI. The magnitude of the effect indicates that a 10 percentage point increase in the corporate tax rate correlates with a 0,3 percentage point decrease in FDI in terms of GDP. This effect is relatively small, as it corresponds to around 6 percent of the mean and 1 percent of the standard deviation of FDI. Implementing a tax holiday correlates with a half percentage point increase in FDI in terms of GDP. This corresponds to 10 percent of the mean, 3 percent of the standard deviation, so the magnitude of this effect is on a level that is not inconsequential; however the overall attractiveness of course depends on the quality of FDI and on the cost of that tax holiday which is likely large.
Regressing the tax policies on private investment is therefore what matters to our understanding of the actual effects of the tax incentives. Here, there are no significant effects of neither changing the tax rate nor implementing a tax holiday. This implies that while overall FDI might increase as an effect of tax incentives, the level of capital in the economy is not affected. This is in line with the results of the literature, specifically Klemm and Parys (2011) . This means that the correlation with FDI must either be the part of FDI not included in gross fixed capital formation, or the increase in FDI must crowd out enough domestic investment to have no net effect. This might be the case that the type of investment most likely to be affected by tax incentives -the exportoriented, price-sensitive footloose investments -usually invest in ways that do not affect the capital stock, for example through mergers and acquisitions. It might also be that domestic firms are employing "round-tripping" strategies in which they set up foreign subsidiaries to do the investment domestically to qualify for the tax holiday. This would explain an increase in FDI without an accompanying increase in overall investment.
Furthermore, there are no significant results when looking at the correlation with GDP growth and total factor productivity growth. The first implies that the policies are not effective in attracting the kinds of investment that are creating jobs and growth. The latter implies that the kinds of investment that is attracted is not the kinds of FDI that are associated with the benefits of technology and knowledge transfer, and therefore does not yield effects on productivity gains. Over the last decade, significant changes have happened to global capital flows. Investment into developing countries have increased, capital controls have decreased, and finance is becoming more globalized. Therefore it is interesting to observe how the effects of these policies look in this changing environment. Furthermore the data from the last decade is new data on tax incentives. The regression is done in a restriction of the sample to 2005-2014, i.e. the last decade for which the data is new. In the restricted analysis, there is no statistically significant effect of increasing tax rates. The regression on FDI shows that implementing a tax holiday has actually had a negative effect on FDI, statistically significant at the 95 pct. confidence level. The magnitude of the parameter, a 1,5 percentage point decrease in net FDI flows in pct. of GDP, corresponds to 25 pct. of the mean and 7,4 pct. of the standard deviation. It is therefore a relatively large decrease. There is no statistically significant correlation between the tax holiday and private investment. It thereby seems that countries that have implemented tax holidays in the last decade have not had a successful experience with this when it comes to attracting investment. Regarding GDP and total factor productivity (TFP) growth, tax incentives are again not significantly correlated.
As these results indicate a changing effect over time of the use of tax incentives, I explore this further by splitting the samples into three decades. Figure 6 shows the coefficients from the regressions: the blue line indicates the coefficient of tax holiday on FDI from the regression over the whole 30-year period, of 0,442. The shorter lines indicate the coefficient that is obtained when running the regression only on the restricted sample of 10 years at a time. What we find is that the coefficient is even larger in the first decade of the sample 1985-1994 (and statistically significant), then becomes 0 for the 1995-2004 period and becomes negative for the last decade, indicating that while the average effect is positive, it has been decreasing over the time period analyzed. This is relevant as it underlines the paradox that more and more countries have introduced tax holidays over that same time period. To explore this changing dynamic further, I run the main regression again over the whole sample, while introducing an interaction term for each year, which is equal to 1 if a country introduces a tax holiday in that year and 0 otherwise, in 30 different regressions to obtain the differential effect for each year.
The result of the ω coefficients obtained for each regression for this interaction term is shown in figure 7 . While there is a clear pattern that the differential effect has become negative within the last decade, it seems that for the first 20 years of the sample there are a lot of fluctuation, rather than a clear time trend. It seems that there could be some business cycle trends going on, as the coefficient for example becomes negative around the Asian financial crisis, the Dotcom crisis and during the recent Great Recession. This indicates that overall, other factors in the global economy are what determine FDI flows more so than tax incentives.
Public finance
Secondly, I test the regression results of tax policies on public finances of a country: revenue, total spending as well as government spending on education and health. This is important because tax incentives can be extremely expensive and therefore put the public finances under pressure. This furthermore deteriorates the policy options of developing countries. I find that implementing a tax holiday has a statistically significant negative effect on revenues. The correlation indicates that introducing a tax holiday will decrease revenue by 0,7 percentage point in terms of percent of GDP. This corresponds to around 5 pct. of the mean and 11 pct. of the standard deviation of tax revenue. While this might not sound like a large difference statistically, it is worth noting that this is the budget relative to GDP. For a country with revenue of 15 pct. of GDP, losing more than half of a percentage point of this every year amounts to a 5 percent revenue loss every year. This cumulative effect is very large in economic terms, where 5 percent of revenue every year can mean a lot of difference if budgets are small and there are not a lot of alternative revenue sources available. This should not be interpreted as the total cost of the tax holiday, as revenue could be increased from other sources to compensate for an expensive tax holiday. Rather, the total cost might be larger still, indicated by the parameter for the lagged dependent variable. What is analyzed here is the aggregate effect, i.e. after other changes have happened such as increases in other taxes. The results indicate that the revenue loss from tax holidays is not (fully) compensated for by other revenue sources, as tax holidays are negatively correlated with overall revenue.
Regression: Public finance
The observed effect on decreasing revenues from having a tax holiday does not translate into a decrease in overall spending. It might be the case then that countries are able to hold spending stable because they increase debt (Puerto Rico might be an example of this (Greenberg and Ekins 2015) ). If this is the case, then tax holidays pose a threat to the fiscal sustainability of developing countries that could be problematic in the longer run. The effect of holidays on debt is thus something that could be explored in further studies. However, it is clear that the negative effect on revenues found in this study as well as previous literature are grounds for concluding that tax holidays have harmful effects on public finances.
Introducing a tax holiday is furthermore correlated with a decrease of education expenditure of 0,2 percentage points in terms of pct. of GDP. It corresponds to around 4,5 pct. of the mean and 8 pct. of the standard deviation of education expenditure. This again is not that large in statistical terms, but it means that a country with an education spending of 4,4 pct. of GDP would cut 4,5 pct. of the education budget annually. This compounds to a large effect economically, especially when the potential effect on poverty and opportunities of just one extra year of schooling is considered. Since overall spending cuts are not the channel at work here, it might be that the decrease in education spending reflects changed preferences. If the preference of policy makers is to ensure investment in the hope of growth, before goals of poverty alleviation is worked on, then they might cut education spending to finance investment incentives. It is of course unclear what exactly the channels here are, and it is worth investigating these complex interactions further. However it is clear that countries that have implemented tax holidays have overall spent less on education, which in itself is a worrying sign for the prospects of sustainable development.
There is no significant correlation between having a tax holiday and spending on health. Raising the tax rate has a small negative correlation with health expenditure. The magnitude however is very small. It is worth noting that since the regression does not take into account the degree to which external partners provide health care, this might be the explanation for this result.
Development outcomes
If introducing a tax holiday deteriorates public finances, it might have real effects on actual outcomes when we look at indicators for human development. As the government expenditure on health was not correlated with having a tax holiday, it is not surprising that indicators of health such as child anemia and child mortality are also not found to be correlated with tax incentives (while there are some statistically significant results, it is of magnitudes that are completely negligible). However, the decrease in expenditure on education does seem to translate into real effects, as introducing a tax holiday is correlated with almost a full percentage point decrease in the net enrollment rate. It shows that the decreases in public spending on education is not counteracted by other sources of (private) funding. The correlation corresponds to around 1 percent of the mean and 6 percent of the standard deviation, so it is relatively small in statistical terms. However, when 57 million children worldwide lack access to education, all things are worth considering. The result shows that policies that may seem unrelated to the broader issues of development in fact have very real consequences for sustainable development. 
Regression: Development outcomes

Conclusion
This paper adds new data and findings to the debate on taxes and development, investment and growth. It has been shown that the use of tax holidays have increased in the last decade across the developing world, and that the effects on development are uncertain at best and negative at worst, especially when public finances and effect on welfare investments such as school enrollment is taken into account. The findings of this paper show that tax incentives are not an effective tool for developing countries to achieve sustainable development. The effect on FDI is small, and does not contribute to actual economic growth. The effect on public finances is negative, and thereby undercuts the ability of the government to steer its own road towards development. The effect on the broader objectives of development is negative, as evidenced by the negative correlation with the opportunities for children to go to school. In short, this paper concludes that tax incentives are more likely to undermine than facilitate growth and development, and urges countries to take steps towards phasing out these policies.
As these findings clearly show that tax holidays are not cost effective and possibly harmful, they raise the question of why countries continue to implement them as well as what could be positive policy steps for the future. The debate on tax incentives cannot be seen in isolation from the larger issue of tax competition or of lobbying from foreign multinationals. (James 2009; Zolt 2015) The dynamics of this competition and the motivations for implementing tax incentives should be on the agenda for future research. Research should also focus on ways to phase out these policies and decrease the pressures from tax competition, such as initiating a process of regime building among its neighboring countries, and working on mutual commitments against harmful tax competition. This could lead to increased transparency and introduce streamlined reporting and monitoring of all incentives, and possibly forming a UN tax body as has been proposed by G77. (Johnson and Toledano 2013; Eurodad 2016) Other actions that can be implemented unilaterally is to focus on infrastructure, institutions and education towards the goal of improving the investment climate, or to implement industrial policies that are narrower in scope such that they aim more directly at the intended aims. (James et al. 2010; Johnson and Toledano 2013) 
